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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report,  the 
department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


We  recommend  the  department  continue  to 
advise  the  Professional  and  Occupational 
Licensing  boards  to  modify  fees  to  be 
commensurate  with  costs 


Agency  Response:   Concur.   See  page  B-4. 

We  recommend  the  department  evaluate  the 
necessity  of  monitoring  paint  labels  and 
coal  invoices,  and  if  appropriate,  seek 
legislation  to  amend  or  repeal  these  statutes. 

Agency  Response:   Concur.   See  page  B-4. 


We  recommend  the  department  perform  a  cost 
benefit  analysis  and  either: 

A.      Comply  with  its  responsibilities  under 

the  Employee  Ownership  Opportunity  Act,  or 


Agencv  Response:   Concur.   See  page  B-4. 

B.      Seek  legislation  to  amend  or  repeal  the  law. 

Agency  Response:   Concur.   See  page  B-4. 
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12 
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Introduction 


We  performed  a  financial-compliance  audit  of  the  Department  of 
Commerce  (department)  for  the  two  fiscal  years  ended  June  30, 
1995.    The  accompanying  financial  schedules  include  activity 
related  to  the  Board  of  Housing  (#94C-06,  #95-29),  the  Board  of 
Investments  (#94-3,  #95-3),  Montana  Health  Facility  Authority 
(#94-26),  and  the  Montana  State  Lottery  (#94C-05,  #95C-01, 
#95C-02),  which  are  audited  separately.   These  reports  are 
available  on  request. 


The  objectives  of  this  audit  were  to: 

1.  Determine  whether  the  department  complied  with  selected  laws 
and  regulations; 

2.  Make  recommendations  for  improvement  of  management 
controls; 

3.  Determine  whether  the  department's  financial  schedules  for  the 
two  fiscal  years  ended  June  30,  1995,  present  fairly  the  results 
of  operations;  and 

4.  Determine  the  status  of  prior  audit  recommendations. 

This  audit  report  contains  three  recommendations  intended  to 
improve  the  department's  operations  and  compliance  with  state 
laws  and  regulations.   In  accordance  with  section  5-13-307,  MCA, 
we  have  disclosed  the  cost,  if  significant  and  practicable  to  obtain, 
of  implementing  these  recommendations. 


Background 


The  Department  of  Commerce  is  responsible  for  encouraging  and 
promoting  commerce-related  activities  in  Montana  through  a  wide 
spectrum  of  programs.   These  programs  relate  to:  1)  economic 
development  and  promotion;  2)  assistance  to  local  governments  and 
individuals;  and  3)  business  regulatory  services.   The  department 
consists  of  six  divisions,  and  several  entities  attached  to  the 
department  for  administrative  purposes.   The  Board  of  Housing, 
the  Montana  Health  Facility  Authority,  the  Montana  Science  and 
Technology  Alliance,  the  Board  of  Investments,  the  Montana  State 
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Lottery,  and  the  Professional  and  Occupational  Licensing  boards 
are  administratively  attached  to  the  department.    Following  is  a 
description  of  the  various  divisions  and  offices  comprising  the 
department  during  the  two  fiscal  years  ended  June  30,  1995. 

Director's  Office  -  administers  the  department  and  its  divisions. 
The  director's  office  provides  the  department  with  executive, 
administrative,  legal,  and  policy  guidance. 

Management  Services  Division  -  provides  internal  support  to  all 
agency  programs.    Services  provided  include  budgeting,  account- 
ing, purchasing,  contracting,  personnel  administration,  payroll,  and 
training.   The  division  also  provides  analysis,  development, 
maintenance,  and  supervision  of  department  data  processing 
systems  and  hardware. 

Economic  Development  Division  -  provides  assistance  and 
information  to  communities  in  Montana  which  allow  them  to 
achieve  the  objectives  for  community  development  that  have  been 
defined  by  them;  and  provides  assistance  and  information  to 
businesses  which  are  useful  in  helping  the  business  achieve  or 
maintain  profitability  and  growth,  thereby  increasing  the 
opportunities  for  employment  and  higher  wages  for  Montanans. 
Services  provided  by  the  division  to  communities  and  businesses 
include  business  technical  assistance,  regional  development, 
business  finance,  trade,  business  location,  and  census  and  economic 
information. 

Board  of  Housing  -  is  responsible  for  helping  provide  decent,  safe, 
sanitary,  and  affordable  housing  to  lower  income  individuals  and 
families.   Moneys  are  made  available  through  the  issuance  of 
revenue  bonds.   The  Board  of  Housing  became  part  of  the  Housing 
Division  effective  July  1,  1995. 

Montana  Health  Facility  Authority  -  helps  eligible  health  care 
institutions  access  the  tax-exempt  bond  market.   The  program 
issues  tax-exempt  bonds  to  finance  health  care  facility  projects  at 
interest  rates  significantly  below  those  which  would  be  available  at 
taxable  bond  rates. 

Board  of  Investments  -  has  the  sole  authority  to  invest  funds  in 
accordance  with  the  Montana  Constitution  and  statutory  require- 
ments.  The  board  manages  six  investment  portfolios:    1)  the  fixed 
income  portfolio;  2)  the  equity  portfolio;  3)  die  short-term 
investment  pool;  4)  the  convertible  securities  pool;  5)  the 
retirement  ftinds  bond  pool;  and,  6)  the  residential  loan  and 
commercial  loan  portfolio.   The  board  also  administers  several 
programs  which  issue  bonds  for  the  purpose  of  assisting  local 
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governments,  cities,  and  school  districts,  or  to  provide  funds  to 
improve  the  state's  economy. 

Local  Government  Assistance  Division  -  operates  direct  service  and 
financial  assistance  programs.   The  Community  Development 
Bureau  provides  assistance  to  local  governments,  private  devel- 
opers, and  citizens  in  the  areas  of:   public  works,  planning  and 
financing,  land  use  and  development  regulation,  capital  improve- 
ment planning,  local  government  issues  and  research  and  devel- 
opment.  The  bureau  includes  the  following  programs:  Coal  Board, 
Treasure  State  Endowment,  Hard  Rock  Mining  Board,  Community 
Development  Block  Grant  (CDBG),  and  Technical  Assistance.   The 
federal  Section  8  Housing  Program  provides  decent  housing  to 
eligible  low-income  families  and  individuals.   The  HOME 
Investment  Partnership  Program  grants  fiinds  to  strengthen  public- 
private  partnerships  to  provide  more  affordable  housing.    These 
two  programs  were  moved  to  the  Housing  Division  effective 
July  1,  1995.    The  division  also  admmisters  the  Local  Government 
Systems  program  which  exists  to  develop,  implement  and  maintain 
uniform  budgetary,  accounting  and  reporting  systems  for  cities, 
towns,  counties  and  single  purpose  districts;  and  the  Local 
Government  Audit  program  which  performed  financial  and  compli- 
ance audits  of  Montana  counties,  cities,  towns  and  special  taxing 
districts.   As  of  July  1,  1995,  the  department  privatized  die  audit 
program  but  still  reviews  audit  reports. 

Montana  Science  and  Technology  Alliance  -  manages  two  invest- 
ment funds  for  the  purpose  of  strengthening  entrepreneurial 
business  development  in  Montana  by  encouraging  the  use  of 
innovative  technology  for  the  benefit  of  the  state's  economy. 

Coordinator  of  Indian  Affairs  -  serves  as  the  Governor's  liaison 
with  the  state's  Indian  tribes,  provides  information  and  policy 
support  on  issues  confronting  the  Indians  of  Montana,  and  advises 
and  makes  recommendations  to  the  legislative  and  executive 
branches  on  these  issues.   As  of  July  1,  1995,  the  Indian  Affairs 
Coordinator  was  moved  to  the  Governor's  Office. 

Banking  and  Financial  Institutions  Division  -  consists  of  the 
financial  institution  program  responsible  for  chartering,  licensing 
and  supervising  the  safety  and  soundness  of  state  chartered  banks, 
savings  and  loan  associations,  credit  unions,  sales  finance 
companies  and  escrow  companies.   The  State  Banking  Board 
advises  the  director  on  matters  relating  to  banking. 

Board  of  Horse  Racing  -  responsible  for  licensing,  auditing, 
supervising,  investigating,  and  regulating  the  horse  racing  industry. 
The  program  ensures  compliance  with  state  laws  and  board  rules. 
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Montana  State  Lottery  -  sets  policy  and  oversees  activities  and 
procedures  of  the  program.   The  program  director  coordinates  the 
lottery's  marketing,  operations,  security,  and  administration. 

Business  Regulatory  Services  Division  -  provides  for  the  admin- 
istration, management,  and  coordination  of  activities  of  the  Build- 
ing Codes,  Milk  Control,  Professional  and  Occupational  Licensing, 
and  Weights  and  Measures  Bureaus.   The  Milk  Control  Bureau 
moved  to  the  Department  of  Livestock  effective  July  1,  1995. 

Montana  Promotion  Division  -  responsible  for  generating  revenues 
for  Montana  by  promoting  a  positive  image  of  the  state  through 
advertising,  publicity,  international  and  domestic  group  travel,  as 
well  as,  printing  and  distribution  of  publications  and  marketing  to 
production  companies. 
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Prior  Audit  We  performed  the  audit  of  the  department  for  the  two  fiscal  years 


Recommendations 


ended  June  30,  1993.   The  prior  audit  report  contained  10 
recommendations  still  applicable  to  the  department.   Of  those 
recommendations,  the  department  implemented  8,  partially 
implemented  1,  and  did  not  implement  1. 

The  recommendation  partially  implemented  relates  to  the 
preparation  and  distribution  of  the  county  collection  manual.    The 
prior  recommendation  was  discussed  with  department  management 
and  is  not  included  in  this  report  since  the  department  is  in  the 
process  of  developing  the  manual. 

The  recommendation  not  implemented  relates  to  the  New  Motor 
Vehicle  Warranty  Act  and  is  discussed  on  page  13. 
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Fees  Commensurate  In  our  audit  report  for  fiscal  years  1989-90  and  1990-91,  we 

with  Costs  recommended  the  department  continue  its  effort  to  work  with  the 

Professional  and  Occupational  Licensing  (POL)  boards  to  set  fees 
commensurate  with  costs  as  required  by  state  law.   Because  the 
department  subsequently  advised  against  fee  increases  for  various 
boards  proposing  such  an  increase,  we  addressed  this  as  a 
disclosure  issue  in  the  audit  report  for  fiscal  years  1991-92  and 
1992-93.   However,  the  boards  are  autonomous  and  have  the 
discretion  to  increase  fees. 

During  the  current  audit,  we  reviewed  the  department's  accounting 
records  to  determine  the  status  of  the  POL  board  fund  balances. 
Table  1  identifies  the  POL  board  fund  balances  at  each  year  ended 
June  30,  1990  through  1995.   Table  2  identifies  the  net  change  in 
fund  balances  between  June  30,  1990  and  June  30,  1995  and  the 
changes  in  fund  balances  for  fiscal  year  1994-95. 

Section  37-1-134,  MCA,  requires  POL  boards  to  set  fees  reason- 
ably commensurate  with  the  costs  of  their  programs.   Some  board 
fees,  not  set  commensurate  with  costs,  cause  continually  increasing 
fund  balances.   We  determined  22  of  the  36  boards  experienced  an 
increase  in  fund  balance  between  fiscal  year  1993-94  and  1994-95, 
and  the  remaining  boards  experienced  a  decrease.   Table  2 
identifies  21  boards  which  experienced  net  fund  balance  increases 
over  the  past  6  fiscal  years. 

Most  POL  boards  receive  the  majority  of  their  funding  during  their 
license  renewal  month.   For  this  reason,  the  boards  need  to 
maintain  a  fund  balance  at  June  30,  1995  sufficient  to  pay  their 
expenses  until  the  next  license  renewal.   In  prior  audits,  department 
personnel  indicated  their  benchmark  is  a  fund  balance  equivalent  to 
one  year's  worth  of  expenditures.   However,  Table  2  identifies  11 
boards  with  fund  balances  that  are  at  least  twice  their  annual 
operating  expenditures.   The  column  titled  "Ratio  of  Fund  Balance 
to  Expenditures"  shows  how  many  years  each  board  could  operate 
without  any  fee  revenues.   For  example,  the  Board  of  Occupational 
Therapists  can  potentially  operate  for  12  years  without  assessing 
any  fees. 


Page  6 


Findings  and  Recommendations 


Table  1 

Ending  Find  Bal 

ances 

June 

30. 

Licensing  Board 

1990 

1991 

1992 

1993 

1994 

1995 

Alternative  Health  Care* 

$    3,742 

$    5,876 

$    8,711  $ 

13,486 

Architects                  $ 

85,640 

$   86,566 

80,328 

64,384 

50,332 

46,309 

Athletics 

19,A90 

16,399 

13,378 

12,991 

(6,138) 

738 

Barbers 

27,003 

24,696 

19,792 

14,072 

16,202 

22,103 

Chiropractors 

1,604 

3,928 

6,918 

11,460 

18,848 

45,175 

Clinical  Lab  Science  Practitioners* 

5,675 

60,560 

Cosmetologists 

418,044 

406,037 

355,292 

292,235 

187,331 

113,158 

Dentists 

143,324 

137,908 

128,579 

117,270 

54,713 

77,109 

Electrical 

108,968 

104,572 

93,141 

82,560 

143,836 

155,697 

Employment  Agencies 

3,780 

4,273 

4,926 

5,919 

3,009 

9 

Hearing  Aid  Dispensers 

14,889 

19,676 

21,083 

19,980 

21,077 

23,507 

Landscape  Architects 

7,049 

6,262 

4,685 

5,836 

9,242 

11,865 

Medical  Examiners 

303,646 

374,432 

413,655 

480,469 

472,477 

485,063 

Funeral  Service 

37,025 

40,250 

41,801 

42,327 

51,893 

51,679 

Nursing 

386,301 

417,766 

417,178 

361,569 

160,074 

221,489 

Nursing  Home  Administratos 

41,163 

49,284 

46,128 

42,650 

24,263 

19,386 

Occupational  Therapists 

26,610 

31,582 

40,166 

44,515 

50,640 

68,890 

Optometrists 

50,764 

44,546 

39,542 

34,729 

28,206 

31,129 

Outfitters 

182,726 

195,435 

212,554 

230,588 

96,616 

56,265 

Passenger  Tramway 

65,471 

81,682 

95,842 

98,453 

91,809 

82,944 

Pharmacists 

98,006 

108,479 

96,373 

142,774 

157,034 

171,421 

Physical  Therapists 

73,064 

79,446 

82,152 

71,943 

62,095 

55,561 

P  limbers 

36,947 

29,462 

37,493 

44,816 

56,169 

103,702 

Polygraph  Examiners 

4,749 

5,582 

7,211 

8,136 

3,539 

212 

Private  Investigators 

62,732 

64,912 

65,716 

66,877 

57,298 

54,568 

Professional  Engineers 

192,095 

171,900 

230,089 

216,380 

278,149 

255,490 

Psychologists 

25,471 

27,081 

23,623 

21,865 

16,375 

14,078 

Public  Accountants 

198,638 

169,642 

133,345 

160,755 

209,242 

264,691 

Radiologic  Technologists 

71,335 

82,447 

92,971 

106,179 

93,319 

105,137 

Real  Estate  Appraisers* 

(869) 

56,971 

80,682 

79,904 

98,915 

Realty  Regulation 

102,814 

158,955 

145,021 

129,660 

205,252 

290,479 

Respiratory  Care* 

1,491 

8,339 

11,364 

19,294 

Sanitarians 

22,492 

22,460 

21,314 

21,456 

20,476 

20,047 

Social  Workers 

119,413 

147,179 

175,294 

210,723 

178,103 

194,298 

Speech  Pathologists 

15,706 

18,743 

20,208 

22,214 

25,104 

26,824 

Veterinarians 

29,336 

30.961 

30.593 

30.495 

26.046 

23.008 

TOTAL                      $1 
*  These  professional  and  occupatic 

.976.295 

$3,161,674 

$3,258,595 

$3,311,177 

$2,968,285  $3 

. 284 . 286 

nal  licensing  boards 

were  establ \ 

shed  after  June  30,  1990. 

Source:  Coopiled  by  the  Legislative  Audit  D 

ivision  irom 

the  Statewide  Budgeting 

and  AccoLnting 

Systen. 
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Table  2 

Fi*id  Balance  Trend 

Analysis 

Sorted  by  Ratio  of  Firxi  Balance  to  Expenditures 

Net  Change 

Fiscal 

Year  1994-95 

Fund 

Ratio  of  Fund 

June  30,  1990 

Balance 

Balance  to 

to  June  30.  1995 

Revenue 

Expenditures 

Change 

Expenditures 

Licensing  Board 

Occupational  Therapists 

S  42,280  $ 

23,855 

$    5,605 

$  18,250 

12.29 

Social  Workers 

74,885 

48,675 

32,480 

16,195 

5.98 

Radiologic  Technologists 

33,802 

38,755 

26,937 

11,818 

3.90 

Clinical  Lab  Science  Practitioners   60,560 

73,795 

18,910 

54,885 

3.20 

Speech  Pathologists 

11,118 

10,398 

8,678 

1,720 

3.09 

Professional  Engineers 

63,395 

75,928 

98,587 

(22,659) 

2.59 

Passenger  Tramway 

17,473 

24,616 

33,481 

(8,865) 

2.47 

Physical  Therapists 

(17,503) 

16,840 

23,374 

(6,534) 

2.37 

Respiratory  Care 

19,294 

17,013 

9,083 

7,930 

2.12 

Sanitarians 

(2,445) 

9,215 

9,644 

(429) 

2.07 

Real  Estate  Appraisers 

98,915 

68,006 

48,995 

19,011 

2.01 

Hearing  Aid  Dispensers 

8,618 

14,285 

11,855 

2,430 

1.98 

Private  Investigators 

(8,164) 

25,530 

28,260 

(2,730) 

1.93 

Electrical 

46,729 

93,145 

81,284 

11,861 

1.91 

Funeral  Service 

14,654 

28,230 

28,444 

(214) 

1.81 

Chiropractors 

43,571 

54,870 

28,543 

26,327 

1.58 

Pliinbers 

66,755 

115,131 

67,598 

47,533 

1.53 

Public  Accountants 

66,053 

262,879 

207,430 

55,449 

1.27 

Medical  Examiners 

181,417 

428,676 

416,090 

12,586 

1.16 

Realty  Regulation 

187,665 

354,196 

268,969 

85,227 

1.08 

Optometrists 

(19,635) 

31,905 

28,982 

2,923 

1.07 

Alternative  Health  Care 

13,486 

17,435 

12,660 

4,775 

1.06 

Landscape  Architects 

4,816 

14,971 

12,348 

2,623 

0.96 

Pharmacists 

73,415 

193,305 

178,918 

14,387 

0.95 

Nursing  Home  Administrators 

(21, //O 

15,495 

20,372 

(4,877) 

0.95 

Architects 

(39,331) 

53,126 

57,149 

(4,023) 

0.81 

Barbers 

(4,900) 

36,205 

30,304 

5,901 

0.72 

Veterinarians 

(6,328) 

29,275 

32,313 

(3,038) 

0.71 

Dentists 

(66,215) 

147,296 

124,900 

22.396 

0.61 

Cosmetologists 

(304,886) 

145,660 

219,833 

(74,173) 

0.51 

Psychologists 

(11,393) 

26,582 

28,879 

(2,297) 

0.48 

Nursing 

(164,812) 

614,832 

553,417 

61,415 

0.40 

Outfitters 

(126,461) 

258,677 

299,028 

(40,351) 

0.18 

Polygraph  Examiners 

(4,537) 

1,200 

4,527 

(3,327) 

0.04 

Employment  Agencies 

(3,771) 

600 

3,600 

(3.000) 

0.00 

Athletics 

(18.752) 

1.281 

(5.595) 

6.876 

(0.13) 

TOTAL 

Source:  Conpi  led  by  the  Le< 

$  307,991  $3 

.371.883 

$3,055,882 

$316,001 
dgeting  and  Accouiting  System. 

jislative  Audit  Division  froa 

the  Statewide  Bu 

During  the  auciit  period,  department  personnel  implemented 
procedures  to  ensure  fees  are  increased  only  when  board  personnel 
can  demonstrate  the  increase  will  not  cause  excessive  future  fund 
balances.   No  analysis  was  performed  for  boards  not  seeking  a  fee 
increase.   As  a  result,  some  boards  still  receive  revenues  in  excess 
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Bureau 


of  their  expenditure  requirements  and  have  excessive  fund 
balances. 

We  believe  the  department  can  comply  with  section  37-1-134, 
MCA,  by  advising  boards  having  large  ending  fund  balances  to 
review  their  fee  schedules,  and  modify  the  fees,  as  needed,  to  be 
commensurate  with  costs. 


Recommendalion  #1 

We  recommend  the  department  continue  to  advise  the 
Professional  and  Occupational  Licensing  boards  to  modify 
fees  to  be  commensurate  with  costs. 


Weights  and  Measures  The  Weights  and  Measures  Bureau  is  responsible  for  licensing. 


testing,  inspectmg,  and  calibrating  all  weighing  and  measuring 
devices.   In  addition,  the  bureau  is  responsible  for  maintaining 
minimum  specifications  of  all  petroleum  products,  licensing  all 
petroleum  dealers  in  Montana,  and  enforcing  laws  and  regulations 
relating  to  quantity  of  all  prepackaged  commodities.    We  tested  the 
bureau's  compliance  with  selected  state  laws.   The  following 
paragraphs  discuss  instances  where  the  department  should  evaluate 
the  necessity  of  laws  and  possibly  seek  legislation  for  amendment 
or  repeal. 

~       State  law  requires  paint  and  specific  related  products  to  be 
labeled  in  a  clear  and  distinct  manner.    The  label  must 
contain  a  full  analysis  of  the  content  of  the  product  and  the 
name  and  address  of  the  manufacturer  or  distributor.   Section 
30-12-1002,  MCA,  requires  the  department  to  test  product 
contents  to  determine  accuracy  of  product  labels.   Department 
personnel  are  not  testing  paint  product  labels  in  accordance 
with  state  law. 

State  law  requires  coal  mining,  producing,  shipping,  or 
selling  be  accurately  billed  and  invoiced  by  those  individuals, 
firms,  and  corporations  involved.   Section  82-3-204,  MCA, 
requires  the  department  to  enforce  the  accuracy  of  coal  billing 
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and  invoicing.   Department  personnel  are  not  enforcing  the 
accuracy  of  coal  billing  and  invoicing  in  accordance  with 
state  law. 

Although  the  department  currently  is  in  noncompliance  with  these 
laws,  there  is  no  apparent  negative  impact  on  public  health  and 
welfare  as  a  result.   Therefore,  the  department  should  research  and 
evaluate  the  necessity  of  these  laws.   Depending  on  the  results  of 
the  evaluation,  the  department  should  either  establish  procedures  to 
comply  with  the  testing  and  enforcement  requirements  or  seek 
legislation  to  amend  or  repeal  the  statutes. 


Recommendalion  §1 

We  recommend  the  department  evaluate  the  necessity  of 
monitoring  paint  labels  and  coal  invoices,  and  if 
appropriate,  seek  l^islation  to  amend  or  repeal  these 
statutes. 


Employee  Ownership  The  state's  Employee  Ownership  Opportunity  Act  of  1989  outlines 

Opportunity  Act  the  state's  policy  of  encouraging  the  formation  of  employee-owned 

enterprises.   The  purpose  of  the  act  is  to  help  stabilize  local 
economies,  to  anchor  business  activity  by  increasing  and 
broadening  community  investments,  to  increase  productivity,  and  to 
encourage  new  capital  formation  through  employee  ownership. 
The  legislature  directed  the  department  to  absorb  all  costs  of 
administering  the  act  within  its  budget. 

The  department  is  responsible  for  the  following: 

—  Developing  a  library  of  resources  on  the  subject  of  employee 
ownership  and  participatory  management. 

Researching  the  role  of  successful  employee  ownership 
programs  of  other  states. 

—  Providing  public  education  on  the  beneficial  aspects  of 
employee-owned  enterprises. 
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Conducting  seminars,  workshops,  and  conferences  to  increase 
awareness  of  the  benefits  of  employee-owned  enterprises.    At 
least  one  seminar  must  be  held  annually  for  public  officials 
dealing  with  economic  development,  business  assistance,  and 
business  financing  programs. 

Providing  technical  assistance  and  counseling  on  the 
establishment  and  management  of  employee-owned 
enterprises. 

Currently,  the  department  only  provides  technical  assistance  and 
counseling  when  requested.   The  department  has  not  addressed  the 
other  requirements  listed  above.   Department  personnel  said  the 
employee  ownership  information  is  difficult  to  keep  current  and  is 
not  in  high  demand.   Also,  they  are  uncomfortable  providing 
technical  counseling  which  is  usually  provided  by  lawyers  and 
accountants.   Since  the  demand  for  employee  ownership 
information  is  low,  other  staff  responsibilities  have  received  higher 
priority.   This,  in  turn,  has  limited  the  amount  of  research 
compiled  and  the  amount  of  time  spent  increasing  awareness  of  the 
benefits  of  employee-owned  enterprises. 

We  believe  the  department  should  estimate  the  cost  of 
implementing  the  act  and  determine  whether  demand  for  assistance 
will  be  sufficient  to  warrant  incurring  the  costs.    In  assessing 
demand,  the  department  should  consider  whether  demand  will 
increase  by  increasing  public  awareness  of  available  services.   If 
limited  demand  does  not  warrant  the  cost  of  implementing  the  act, 
then  the  department  should  seek  legislation  to  amend  or  repeal  the 
law.   Otherwise,  the  department  should  comply  with  its 
responsibilities  under  the  Employee  Ownership  Opportunity  Act. 
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Rwnmmendation  #3 

We  recommend  the  department  perform  a  cost  benefit 
analysis  and  either: 

A.  Comply  with  its  responsibUities  under  the  Employee 
Ownership  Opportunity  Act,  or 

B.  Seek  legislation  to  amend  or  repeal  the  law. 
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New  Motor  Vdiide 
Warranty  Act 


The  state's  New  Motor  Vehicle  Warranty  Act  of  1985  delegates 
authority  to  the  department  for  adopting  rules  governing:  1) 
procedures  for  consumers  to  implement  the  department's  arbitration 
procedures;  and,  2)  the  certification  and  audit  of  manufacturers' 
informal  dispute  settlement  procedures.   During  the  previous  audit, 
we  determined  the  department  had  proposed  rules  to  establish 
procedures  but  had  not  adopted  them.    According  to  department 
personnel,  resources  were  not  available  to  establish  and  implement 
a  new  motor  vehicle  arbitration  program.   Therefore,  in  our  prior 
audit  report  we  recommended  the  department  comply  with  its 
responsibilities  under  the  act,  evaluate  the  effectiveness  of  the  act's 
provisions  and  seek  legislation  to  amend  the  law. 


The  department  requested  legislation  during  the  1995  session  to 
increase  the  sales  tax  on  new  motor  vehicles  by  $1.   This  revenue 
would  have  been  used  to  administer  the  New  Motor  Vehicle  Act. 
This  bill  was  introduced  but  not  passed  and  the  department 
received  no  additional  funding  to  administer  the  Act.    Therefore, 
the  department  is  still  not  in  compliance  with  the  Act. 

The  department  has  options  for  addressing  this  issue.   It  may 
consider  allocating  current  budget  authority  to  implement  the  New 
Motor  Vehicle  Act,  working  with  the  legislature  to  secure 
additional  funding  during  the  next  session,  or  seeking  legislation  to 
amend  the  law.   We  are  disclosing  this  issue  for  informational 
purposes  only  and  make  no  further  recommendation  at  this  time. 


Personal  Vdiicle  Use 


We  reviewed  travel  claims  for  compliance  with  state  travel  laws 
and  regulations.   During  our  review,  we  noted  several  employees 
used  personal  vehicles  instead  of  motor  pool  vehicles. 


To  determine  the  extent  of  personal  vehicle  use  by  Helena-based 
employees,  we  reviewed  all  travel  claims  and  supporting  personal 
vehicle  justification  forms  processed  during  two  pay  periods  of  the 
audit  period.   The  primary  reason  provided  for  the  personal  vehicle 
use  was  personal  convenience  and  flexibility  in  after  hours  activity. 
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The  department  reimbursed  21,764  personal  car  miles  claimed  for 
these  two  pay  periods,  at  a  cost  of  $5,517.   We  estimate  the  motor 
pool  cost  for  the  same  miles  at  $3,008.   The  difference  of  $2,509 
represents  the  cost  savings  available  to  the  department  by  using 
motor  pool  vehicles  for  the  two  pay  periods  reviewed.     We 
estimate  potential  cost  savings  between  $20,000  and  $40,000 
annually  by  encouraging  or  requiring  the  use  of  motor  pool 
vehicles.   Although  the  department  is  in  compliance  with  applicable 
travel  laws  and  policy,  department  personnel  have  an  obligation  to 
wisely  use  available  state  resources.   Also,  state  employees  who 
drive  personal  vehicles  for  state  business  are  responsible  for  the 
deductible  and  co-insurance  requirements  of  their  own  personal 
vehicle  policies. 

Although  department  officials  agree  cost  savings  are  available  by 
encouraging  the  use  of  motor  pool  vehicles,  they  believe  the  non- 
monetary benefits  of  allowing  employees  to  use  personal  vehicles 
are  sufficient  to  allow  the  practice  to  continue.   For  example: 

Certain  employees  are  uncomfortable  being  placed  under  the 
public  scrutiny  related  to  state  vehicle  use. 

~       The  purpose  of  the  travel  may  warrant  the  use  of  an 
unmarked  vehicle. 

—       Personal  or  family  transportation  needs  conflict  with  the 
restrictions  placed  on  state  vehicle  use. 

Department  officials  believe  allowing  the  use  of  personal  vehicles 
for  reasons  such  as  those  listed  above  justifies  the  higher  travel 
costs  when  analyzed  in  conjunction  with  the  costs  associated  with 
low  morale  or  employee  turnover.   We  believe  the  department 
could  review  employee  use  of  personal  vehicles  and  consider 
establishing  internal  guidelines  on  when  the  use  of  personal 
vehicles  is  appropriate  for  business  travel. 

Because  the  department  is  in  compliance  with  applicable  state  travel 
laws  and  policies,  we  make  no  recommendation  at  this  time.   We 
are  presenting  this  information  to  allow  the  legislature  an 
opportunity  to  review  issues  related  to  state  vehicle  use.   The 
legislature  could  address  the  department's  concerns  by  amending 
state  law.   These  amendments  could  provide  for: 
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1.  Limited  mileage  reimbursement  rates  for  personal  vehicle 
use.    (Letter  report  issued  under  #94P-43,  "Vehicle  Use  and 
Reimbursement  Memorandum.") 

2.  Unmarked  vehicles  for  state  employee  use  in  critical  travel 
assignments. 

3.  Rules  outlining  the  acceptable  use  of  state  vehicles  while  in 
travel  status. 

We  believe  amendments  such  as  these  will  allow  cost  containment 
while  preventing  low  morale  and  employee  turnover  attributable  to 
travel  assignments. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  auditor's  opinion  issued  in  this  report  is  intended  to  convey  to 

dent  Auditor's  Report  the  reader  of  the  financial  schedules  the  degree  of  reliance  which 

can  be  placed  on  the  amounts  presented. 

We  have  included  paragraphs  four  and  five  in  the  independent 
auditor's  report  to  qualify  our  opinion  on  the  Schedule  of  Changes 
in  Fund  Balances.   The  reader  should  use  caution  when  using  the 
financial  information  in  this  schedule. 

Our  opinion  on  the  Schedules  of  Budgeted  Revenue  &  Transfers 
In  -  Estimate  and  Actual,  and  the  Schedules  of  Budgeted  Program 
Expenditures  and  Transfers  Out  by  Object  and  Fund  -  Budget  and 
Actual  means  the  schedules  are  fairly  stated  in  all  material  respects 
and  the  user  may  place  reliance  on  the  information  presented  and 
the  supporting  accounting  records. 
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Montana 

\  Legislative  Legislative  Audit  Division 

^  BranCri  Scon  a.  Seacat,  Legislative  Auditor 


INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of 
Commerce  for  each  of  the  two  fiscal  years  ended  June  30,  1994  and  1995,  as  shown  on  pages 
A-5  through  A-17.   The  information  contained  in  these  financial  schedules  is  the  responsibility 
of  the  department's  management.   Our  responsibility  is  to  express  an  opinion  on  these 
financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards. 
Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  schedules  are  free  of  material  misstatement.    An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
schedules.   An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  schedule 
presentation.   We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  more  fully  described  in  note  1 ,  the  financial  schedules  are  presented  on  a 
comprehensive  basis  of  accounting  other  than  generally  accepted  accounting  principles.   The 
schedules  are  not  intended  to  be  a  complete  presentation  and  disclosure  of  the  depanment's 
assets,  liabilities,  and  cash  flows. 

Note  6  describes  an  improper  transfer  of  long-term  loans  receivable,  causing  the 
June  30,  1995  fund  balance  to  be  understated  in  the  Nonexpendable  Trust  Fund  and  overstated 
in  the  Special  Revenue  Fund  by  $7,041,467  on  the  Schedule  of  Changes  in  Fund  Balances. 

Note  15  describes  the  incomplete  recording  of  Board  of  Housing  financial  activity, 
causing  the  Enterprise  Fund  presented  on  the  Schedule  of  Changes  in  Fund  Balances  to  be 
misstated.    In  fiscal  year  1993-94,  nonbudgeted  revenue  and  nonbudgeted  expenditures  are 
understated  by  $4.6  and  $2.8  million,  respectively.   The  June  30,  1995  Fund  Balance  is 
understated  by  $2.9  million. 
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In  our  opinion,  except  for  the  effects  of  the  loan  transfer  and  incomplete  recording  of 
Enterprise  Fund  transactions  as  discussed  in  the  previous  two  paragraphs,  the  financial 
schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results  of  operations 
and  changes  in  fund  balances  of  the  Department  of  Commerce  for  the  two  fiscal  years  ended 
June  30,  1994  and  1995,  in  conformity  with  the  basis  of  accounting  described  in  note  1. 

Respectfully  submitted,    ^  , 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  15,  1995 
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DEPARTMENT  OF  COMMERCE 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1995 


FUND  BALANCE:  July  1,  1993 

ADDITIONS 
Fiscal  Year  1993-94 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Cash  Transfers  In 
Prior  Year  Revenue 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1994-95 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Cash  Transfers  In 

Prior  Year  Revenue 

Prior  Year  Transfer- In  Adjustments 

Prior  Year  Revenue  Adjustments 

Direct  Entries  to  Fund  Balance 

Total  Additions 


Special 

Internal 

Revenue 

Enterprise 

Service 

Nonexpendable 

General  Fund 

Funds 
$10,772,280 

Funds 

Funds 
$  512.435 

Trust  Funds 

$        0 

$(50,668,150)* 

$57,290,271 

4,707,680 

33,173,358 

39,210,845 
48,142,174' 

3,952,946 

4,638,028 

713 

2,141,272^ 
10,214,817^ 

900 

598,083, 
21,467,232^^ 

(15,8961 
3,011,669-^ 

92 

(863,256; 
121,945,612* 

(17,012) 

1,684 

4,962,976 

35,896,158 

34,137,307, 
42,305,865^ 

3,852,029 

4,821,126 

797 

1,991,067 
8,743,397"^ 

9,603 

739,739 

13,093,232'^ 

(7,635) 

84,695 

(1,193) 

(4,599) 
11.179.564* 
106.407.867 

(1,788,066) 

(6,474) 

(6,676) 

9.671.065 

283.090.481 

7.791.992 

45,352.448 

REDUCTIONS 
Fiscal  Year  1993-94 
Budgeted  Expenditures  &  Transfers  Out 
Support  to  State  of  Montana 
NonbudgetecJ  Expenditures  &  Transfers  Out 
Prior  Year  Expenditures 
Direct  Entries  to  Fund  Balance 
Prior  Year  Expenditure  Adjustfnents 
Nonbudgeted  Prior  Year  Expenditure  Adjustments 
Cash  Transfers  Out 

Fiscal  Year  1994-95 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditures 

Support  to  State  of  Montana 

Nonbudgeted  Expenditures  &  Transfers  Out 

Nonbudgeted  Prior  Year  Transfer-Out  Adjustments 

Prior  Year  Expenditure  Adjustments 

Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Cash  Transfers  Out 

Direct  Entries  to  Fund  Balance 

Total  Reductions 

FUND  BALANCE:  June  30,  1995 


1,429,258 

42,259,313 

40,206,658 

3,687,049 

5,207,850 

3,307,644 

2,141,272 

41,198,198^ 

23,060 

1,145 

353,422 

(28,417) 

(11,319) 

4,061 
173,175 

(2,273) 
33,762 

1,407,709 

48,683,038 

38,080,025 

3,775,432 

5,526,498 

(801) 

(1,259,264) 

(3,604) 

(9,024) 

3,564,146 

1,969,109 

32,583,187^ 

7,222 

34,863 

84,695 

(8,474) 

(63,002) 

2,591,337 
(3,618,191) 

33,207 
34,348 

876.440 
152.091.286 

10.670 
7.593.453 

7.045.106' 

9.671.065 

94,158.409 

17,814.317 

$        0 

$23,021,738 

$  80.331.045* 

$  710.974 

$84,828,402 

1  See  note  5  on  page  A- 11. 

2  See  note  9  on  page  A- 14. 

3  See  note  10  on  page  A-15. 

4  See  note  6  on  page  A- 12. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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DEPARTMENT  OF  COMMERCE 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1995 


Fiscal  Year  1994-95 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


Licenses  and 
Permits 


$ 

257,814 
249,417 

s 

(8.397) 

$3 

3 

,342,529 

.611.112 

$ 

268.583 

$ 

2,500 
2.700 

$_ 

200 

Charges  For 
Services 


$   10,000 
9.235 


(765) 


$3,775,880 
3.809.578 

$   33.698 


$1,510,769 
1.090.643 

$  (420.126) 


Investment 
Earnings 


$     1,500 
L316 


$   905,981 
1.088.520 

$   182,539 


$   115,000 
138.756 

$         23.756 


Fines  & 
Forfeits 


$  2,000 
500 


$18,600 
9.887 


Sale  of 
Docunnents  & 
Merchandise 


10,000 
4.985 


Income 
Collections 
&  Transfers 


$  3,190,000 
4.697.523 


(5.015)   $  1.507.523 


$    15,454 
9.420 

$    (6.034) 


$37,000,500    $  151,789 
32.759.140       146.068 

$(4.241.360)   $   (5.721) 


Taxes 


Grants, 
Contracts, 
Donations 


Federal 


$  2,064,868    $  693,000     $  52,250,910 
327.884      624.155       26.415.602 

$(1.736.984)^  $  (68.845)    $(25.835.308) 


Federal 

Indirect 

Cost 

Recoveries 


Total 


$  3,471,314 
4.962.976 

$  1.491.662 


$  63,067,222 
35.896.158 

$(27.171.064) 


$  38,780,558 
34.137.307 

$  (4.643.251) 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$1,385,250 
1.351.742 

$  (33.508) 


$  1,463,322, 
1.677.442-^ 


214.120 


$     1,000 
745 

$      (255) 


$750,000 
822.100 

$  72.100 


$  3,599,572 
3.852.029 

$    252,457 


NONEXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  6,835,000 
4.821.126 

$(2.013.874) 


$  6,835,000 
4.821.126 

$  (2.013.874) 


Fiscal  Year  1993-94 

GENERAL  FUND 

Estimated  Revenue 

$ 

257,710 

$    26,000 

$ 

2,000 

$  2 

,000 

$ 

13,000 

$3 

,190.000 

Actual  Revenue 

257.414 

9.282 

1.406 

500 

12.415 

4 

.426.663 

Collections  Over 

(Under)  Estimate 

$_ 

(296) 

$   (16.718) 

$ 

(594) 

$ii 

■  500) 

$ 

C585) 

$i 

.236.663 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$3, 

,060,021 

$  3,252,376 

$ 

683,713 

$18, 

,600 

$ 

13,158 

$   317,670 

$  737, 

,000 

$  47,147,925 

Actual  Revenue 

3, 

.139.952 

3.468.475 

722.825 

10 

.572 

13.266 

244.999 

601, 

,571 

24.971.698 

Col  lections  Over 

(Under)  Estimate 

$^ 

79,931 

$   216.099 

$ 

39.112 

$(8,028) 

$ 

108 

$   (72.671) 

$(135, 

,429) 

$(22,176,227) 

ENTERPRISE  FUNDS 

Estimated  Revenue 

$ 

5,000 

$  2,915,056 

$ 

141,000 

$39, 

,221,700 

$ 

144,918 

Actual  Revenue 

2.500 

1.469.514 

110.870 

37,483.043 

144.918 

Collections  Over 

(Under)  Estimate 

$^ 

(2.500) 

$(1,445,542) 

$^ 

(30.130) 

$iL 

■J38.J57) 

$^ 

0 

INTERNAL  SERVICE  FUNDS 

Estimated  Revenue 

$  1,269,026 

$  1 

,463,322 
.612.520^ 

$ 

1,000 

Actual  Revenue 

1.497.784 

1 

380 

Collections  Over 

(Under)  Estimate 

$   228.758 

$ 

149.198 

$ 

(620) 

NONEXPENDABLE  TRUST  FUNDS 

Estimated  Revenue 

$  6 

,810,000 

Actual  Revenue 

4 

.638.028 

Col  lections  Over 

(Under)  Estimate 

$12 

.171.972) 

$858,769 
842.262 


$  3,490,710 
4.707.680 

$  1.216.970 


$  55,230,463 
33.173.358 

$(22.057.105) 


$  42,427,674 
39.210.845 

$  (3.216.829) 


$  3,592,117 
3,952,946 

$    360,829 


$  6,810,000 
4,638,028 

$  (2,171,972) 


See  note  11  on  page  A- 15. 
See  note  13  on  page  A-16. 
See  note  14  on  page  A-16. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-9. 
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PERSONAL  SERVICES 
Salaries 

Other  Conpensarion 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  i   Materials 
Cofimjnicat  ions 
Travel 
Rent 

Uti I ities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

LOCAL  ASSISTANCE 
From  State  Sources 

Total 

GRANTS 
From  State  Sources 
From  Federal  Sources 
From  Other  Sources 
Total 

BENEFITS  t  CLAIMS 
To  Individuals 
Total 

TRANSFERS 
Accomting  Entity  Transfers 
Mandatory  Transfers 
Total 

DEBT  SERVICE 
Bonds 
Loaris 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

NONEXPENDABLE  TRUST  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

1 


DEPARTMENT  OF  COMMERCE 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  S.    TRANSFERS  OUT  BY  OBJECT  i    FUND  ■  BUDGET  S  ACTUAL 
FOR  THE  FISCAL  TFAB  FNDED  JUNE  30.  1995 


Ueight  &   Banking  t 

Measures   Financial 

Bureau    Division 


Milk 
Control 
Bureau 


Professional  & 
Occupational     Economic 
Licensing     Development 
Bureau       Division 


$251,139 

73.132 
324.271 


8,052 
29,492 

9,073 
30,614 
12,485 

1,669 
18,488 
29,526 

139.399 


45,287 


45.287 


$  600,126 

1,350 

153.868 

755.344 


15,736 

9,865 

13,529 

119,731 

17,694 

2,880 
94,275 

273.710 


20,396 
20.396 


$127,437  $1,048,145 

1,200  84,788 

34.031  289.171 

162.668  1.422.104 


7,609 
4,434 
6,105 
13,402 
6,828 

3,013 
15,852 


783.079 

57,886 

191,684 

233,592 

86,942 

25,810 
1,396,626 


57.243  2.775.619 


$     713,847 

179.233 
893.080 


466,891 
22,561 
72,665 
96,730 
48,052 
2,875 
10,630 

141,578 

861.982 


Montana 
Promotion 
Division 


$  539,947 

100 

141.880 

681.927 


1,384,381 
93,273 

3,124,892 
124,790 
35,914 

16,777 
220,790 

5.000.817 


Community 

Development 

Bureau 


681,323 

4,000 
190.992 
876.315 


298,376 
30,867 
51,413 
45,327 
34,091 

12,025 
188,066 


Local        Local 
Government     Government 
Audit  &      Assistance 

Systems  Bureau  Adnini strati  on 


9,142 


9.142 


93,221 


93.221 


48,604 

533 

49.137 


54,038 
54.038 


1.952.820 

i-wz.azo 


660. 

,165 

4, 

,122 

4. 

,122 

1,882,132 

138.226 

2.020.358 


6,082,973 
22,955,237 

29.038.210 


18.234 
18.234 


393.111 


$  425,638 

102.016 
527.654 


50,881 
13,214 
18,969 
57,465 
19,015 

4,961 
76,979 

241.484 


33,105 
33.105 


146,068 


146.068 


5.686 


$508,957 

$2, 

$1 

1 

$~ 

.049.450 

,156,917 

,049.450 
107.467 

$229,053 

$266,693 
229,053 

$4,309,178 

$3,824,557 

$  815,230 

810.157 

$    5.073 

$7,689,602 

393.111 
$30,971,923 

$ 

$ 
$^ 

$1 
$~ 

5.686 
953.997 

$3,419,257 
3.059.207 

$  360.050 

$7,711,053 
7,689.602 

$   21.451 

$   238,681 

238.012 
$      669 

146,068 
146,068 

0 

$565,320 

508.957 
$  56.363 

$3,704,441 

3.014.400 

$  690.041 

$34,972,406 

30.733,911 

$  4.238.495^ 

,329,624 
807.929 
521.695 

$  90,748 

20.319 
111.067 


94 

30 

1,932 


136 
9,107 

11.299 


$122.366 


$130,097 

122.366 

$  7.731 


359.066 


310,509 


310.509 


1.380 


1.380 


$1.839.509 


$1,952,590 
1.839.509 


70.639 


7,118 


7.118 


76.789 


$181.714 


$143,719 

73.865 

$  69.854 


See  note  12  on  page  A- 16. 
This  schedule  is  prepared  from  the  St.te-ide  Budgeting  and  Acco«,ting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  seh^Jules  beginning  on  page  A-9. 
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$130.530 


106.359 


16,306 
837 

17.143 


$288.645 


$387,894 

288.645 

$  99.249 


656.824 


53,340 


53.340 


493.902  23.398.528 


$t, 487, 940 

1.111.783 
$     376.157 


51,905 


51.905 


91.359 


5,526,498 


5.526.498 


2,729,793 
2.729.793 


$5,530,000 

5.526.498 

$         3.502 


48,447 


48.447 


8.594.013 
8.594.013 


$3,005,989         $36,790,576 

2.901.045  33.128.738 

$     104.944         $  3.661.838 


$1,623,454 

1.545.641 

i       77.813 


$196.439 


Bui Iding 

Indian 

Health 

MT  Science  i 

Montana 

Montana 

Director/ 

Codes 

Affairs 

Faci lity 

Technology 

Board  of 

Board  of 

State 

Board  of 

Management 

Bureau 

Coordinator 
$  84,546 

Authority 
$  41,223 

All iance 

Housing 
$  310,664 

Investments 
$  945,714 

Lottery 
$   858,681 

Horse  Racina 
$  86,237 

i     911,170 

$131,060 

$601,365 

3,500 

3,007 

8,700 

8,350 

6,257 

1,550 

150 

257,384 

19.411 

9.018 

31.076 

82.255 

217.022 

222.812 

17.293 

142.520 

1.168.554 

103.957 

53.741 

165.143 

401.619 

1.171,086 

1.087.750 

105.080 

744.035 

25,470 

44,275 

47,341 

40,522 

459,687 

132,541 

5,440,703 

35,378 

33,137 

51,035 

781 

2,066 

2,864 

18,214 

32,073 

143,247 

2,446 

28,964 

56,653 

4,189 

3,566 

9,632 

28,272 

33,300 

701,052 

4,506 

16,967 

69,266 

6,385 

11,405 

10,507 

26,747 

33,353 

35,762 

19,812 

7,064 

19,799 

5,082 

32 

17,780 

31,304 

117.132 

78,604 
13,733 

3,619 

26,039 

26,038 

555 

3,008 

39,018 

18,862 

73,637 

2,173 

13,865 

105,240 

9,372 

12,379 

22,046 

53,582 

126,641 

16,382,276 

23,425 

20,015 

5.565 

529.514 

146.051 


72,991 


72.991 


$963.077 


$108,904 

105.623 

$     3.281 


Total 


$  8,449,010 

122,952 

2.183.433 

10.755.395 


9,274,153 

543,312 

4,348,399 

941,952 

560,412 

18,277 

271,876 

18,927,775 

535.079 

35.421.235 


868,531 
1.370 


869.901 


1.952.820 
1.952.820 


6,082,973 

24,837,369 

138.226 

31.058.568 


19.614 

19.614 


5,672,566 

8.594.013 

14.266.579 


2,729,793 

398.797 

3.128.590 

$97.472.702 


$  1,417,007 
1.407.709 


$54,518,327 

48.683.038 

$  5.835.289 


$42,790,146 

38.080.025 

$  4.7'e.i2i 


^ 


■^ 


$  3,914,679 
3.775.432 

t        '39.247 


$  5,530,000 
5.526.-98 


DEPARTMEMT  OF  COWHERCE 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  &  TRANSFERS  OUT  BY  OBJECT  S,   FUND  -  BUDGET  t   ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1994 


Business   Height  &   Banking  i 

Regulatory  Measures   Financial 

Services    Bureau    D  i  v  i  s i on 


PERSONAL  SERVICES 
Salaries 
Other  Conpensat ion 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Suppl ies  i   Materials 
Conmuni cat  ions 
Travel 
Rent 

Utilities 

Repair  &   Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 

EOUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

LOCAL  ASSISTANCE 
From  State  Sources 

Total 

GRANTS 
From  State  Sources 
From  Federal  Sources 
From  Other  Sources 
Total 

TRANSFERS 
Accounting  Entity  Transfers 
Mandatory  Transfers 

Total 

DEBT  SERVICE 
Loans 

Installment  Purchases 
Total 


t49,686    $218,195 


29.070 
78.756 


462 

42 

318 

1,394 

394 
6,458 

9.068 


400 


73.405 
291.600 


9,806 
19,170 
9,276 

26,180 
10,168 
1,730 
19,556 
51,028 

146.914 


85,332 


85.332 


197 


$ 

574 

1 

,566 

,600 

155 

,295 

731 

,461 

18,553 
24,208 
11,901 
103,472 
16,606 

4,773 
83,061 


262 

,574 

45, 

,344 

45, 

,344 

482 


Professional 
&  Occupational 
Milk  Control    Licensing 
Bureau        Bureau 


$121,144 

1,900 

31.022 

154.066 


13,296 
1,882 
6,300 

18,790 
6,434 

2,347 
20,216 

69.265 


$  909,350 

77,625 

262.656 

1.249.631 


837 

,215 

81 

,938 

161 

,425 

201 

,470 

75, 

,499 

16, 

,843 

,407, 

,392 

2.781.782 


127,011 
127.011 


802 


Economic  Montana 

Development  Promotion 

Division  Division 

$  681,209  $  538,696 


168.442 
849.651 


25,084 


25.084 


2,118,559 

60.000 

2.178.559 


139.577 
678.273 


424,524 

1,212,281 

32,082 

78,977 

59,978 

3,132,663 

106,476 

108,835 

36,276 

42,151 

2,520 

12,318 

16,173 

122,374 

167,427 

272 

796.548    4.758.779 


36,021 


36.021 


1.698.083 
1.698.083 


400 


197 


482 


802 


1.108 


Conmuni ty 

Development 

Bureau 

$   661,955 

2,750 

165.785 

830.490 


423,434 
28,306 
65,395 
46,468 
39,298 

41,966 
195,752 

840.619 


30,710 

2.400 

33.110 


2,257,321 
21,134,616 

23.391.937 


96,737 


Local 

Local 

Montana 

Government 

Government 

Bui Iding 

Indian 

Health 

Science  & 

Montana 

Montana 

Audit  & 

Assistance 

Codes 

Affairs 

Faci li ty 

Technology 

Board  of 

Board  of 

State 

Board  of 

Systems  Bureau 

Administration 

Bureau 

Coordinator 

Authority 

A 1 1 lance 

Housing 

Investments 

Lottery 

Horse  Racinq 

$  668,495 

$  94,593 

$  850,931 

$105,283 

$  40,927 

$185,390 

$316,450 

$  939,582 

$  900.183 

$  86,351 

5,875 

2,550 

3,200 

8,833 

11,000 

14,351 

1,550 

170.953 

21,118 

281.713 

24.244 

8.792 

35.714 

89.190 

218.826 

241.077 

17.076 

839.448 

115.711 

1.138,519 

129.527 

,52.269 

224.304 

414.478 

1.169.408 

1.155.611 

104.977 

20,963 

524 

53,316 

44,470 

57,796 

37,669 

467,052 

147,146 

7,158,336 

59,226 

14,268 

41,961 

1,657 

409 

1,596 

6,651 

26,520 

162,562 

3,996 

19,532 

1,533 

53,252 

4,799 

2,853 

11,008 

28,618 

41,627 

739,889 

5,808 

76,356 

71,321 

8,989 

10,400 

15,924 

22,308 

38,064 

36,729 

16,823 

20,460 

20,766 

4,951 

66 

17,205 

29,403 
38,782 

121,152 
38,840 

78,224 
13,962 

3,461 

9,858 

23 

39,480 

803 

67 

1,982 

61,579 

114,263 

82,298 

3,200 

98,803 

9,488 

179,884 

7,700 

467.680 

12,323 

13,373 

22,997 

18,428,062 
,   472.083 
27.172.145 

23,652 

260.240 

11.568 

77.992 

84.964 

108.381 

654.395 

527.612 

116.166 

8,185 

37,191 

3.751 

40.942 

3,082 

5,644 

8.185 

3.082 

5.644 

1.108 


96.737 


u■^.9^e 


144.918 


2,507 
2.507 


1,770 


266 


1.770 


266 


5,207,850 

5.207.850 


507 

6.706 
7.213 


9.377.236 
9.377.236 

«10 

410 


130.859 


9,782 
9.782 


329 


Director/ 

Management 

Services 

Total 

$616,803 

$  8,559,789 

131,239 

157.255 

2.291.210 

774.058 

10.982.238 

32,318 

11,018,387 

13,819 

540,044 

17,166 

4,375,341 

16,368 

924,973 

23,846 

547,360 

113,002 

11,986 

484,746 

15,356 

20,795,641 

480.055 

39.277.549 


413,386 

6.151 

419.537 


1.698.083 
1.698.083 


329 


2,257,321 

23,253,175 

60.000 

25.570.496 


5,352,768 

9.377.236 

14.730.004 


104,407 

7.814 

112.221 


TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

NONEXPENDABLE  TRUST  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

See  note  12  on  page  A-16. 


$88.224 


$524.043  $1.039.861 


$45,841 

0 

$45.841 


$93,729 
88.224 

$  5.505 


$563,862  $1,141,926 

504.043   1.039.861 

$  59.819  $  102.065 


$223.331 


$262,376 
223.331 

$  39.045 


$4.159.226         $3.849.842       $7.172.264       $25.192,893 


$  829,980 

826.090 

$    3.890 


$3,364,272    $3,561,298 

3.066.028    3.023.752 

$     298.244         $     537.546 


$1,303,940 

1.093.198 

$     210.742 


$7,487,896 

7.172.264 

$     315.632 


237,397 

236.951 

446 


$35,120,748 
24.955.942 


$1.247.113 


$     1U,918 

144.918 

$       0 


$1,277,551 

1.102.195 

$     175.356 


$127.279 


$128,634 

127.279 
$     1.355 


$1.607.969     $207.519 


$1,631,099     $177,792 

1.607.969       106.651 

$       23.130     $  71.141 


$137.233 


332.685       $1.077.322         $  6.953.025 


$57.708.484     $         226.787 


$  3,004,003 

181.424 

$  2.822.579 


$  5,210,000 

5.207.850 

$  2.150 


$41,346,714 

57.708.484 

$  3.658.250 


235,765 
226.787 


8.978 


$915.028 


$103,642 

100.431 
$     3.211 


$92.790.128 


$935,134 

814.597 

$120.537 


$54,055,352 
42.259.313 

$11.796.039 


U7, 284, 924 

40.206.658 

t    7,D7S.;66 


$  4.085,231 

3.687,049 


$  5,210,000 


See  note  16  on  page  A-17. 
This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accoi*iting  System. 


Additional   information  is  provided  in  the  notes  to  the  financial  schedules  begiming  on  page  A-9. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1995 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accountiiig 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental, 
Expendable  Trust,  and  Agency  Funds.    In  applying  the  modified 
accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave 
when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary  and 
Nonexpendable  Trust  Funds.    Under  the  accrual  basis,  as  defined 
by  state  accounting  policy,  the  department  records  revenues  in  the 
accounting  period  earned  if  measurable  and  records  expenses  in  the 
period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year -end,  but  not  received  as  of  fiscal  year-end;  and 
equipment  ordered  with  a  purchase  order  before  fiscal  year-end. 


Basis  of  Presentation 


Governmental  Funds 


The  financial  schedule  formal  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  firom  the  Statewide  Budgeting  and  Accounting  System 
without  adjustments.    Accounts  are  organized  on  the  basis  of  funds 
according  to  state  law.   The  department  uses  the  following  funds: 

General  Fund  -  accounts  for  all  financial  resources,  except  those 
required  to  be  accounted  for  in  another  fund.    General  Fund 
accounts  include  the  department's  Economic  Development 
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Proprietary  Funds 


Division,  Community  Development  Bureau,  Office  of  Indian 
Affairs,  and  Consumer  Affairs  Office. 

Special  Revenue  Fund  -  to  account  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures  for 
specified  purposes.   Department  Special  Revenue  Funds  include 
operations  of  programs  funded  with  assessments  paid  by  state- 
regulated  financial  institutions,  inspection  and  professional  and 
occupational  license  fees,  and  accommodations  tax  funds.   The 
department's  Housing  Assistance,  Community  Development  Block 
Grants,  and  economic  development  programs  are  accounted  for  as 
Federal  Special  Revenue  Funds. 

Enterprise  Funds  -  to  account  for  operations  (a)  that  are  financed 
and  operated  in  a  manner  similar  to  private  business  enterprises  - 
where  the  intent  of  the  governing  body  is  that,  on  a  continuing 
basis,  the  enterprise  be  financed  or  recovered  primarily  through 
user  charges;  or  (b)  where  the  governing  body  has  decided  that 
periodic  determination  of  revenues  earned,  expenses  incurred, 
and/or  net  income  is  appropriate  for  capital  maintenance,  public 
policy,  management  control,  accountability,  or  other  purposes. 
The  Enterprise  Funds  at  the  department  include  the  Board  of 
Housing,  the  Healdi  Facility  Authority,  the  Board  of  Investment 
Industrial  Revenue  Bonds,  the  Montana  State  Lottery,  and  the 
Local  Government  Services  Audit  program. 

Internal  Service  Funds  -  to  account  for  providing  goods  or  services 
to  other  agencies  or  departments  on  a  cost-reimbursement  basis. 
Department  Internal  Service  Funds  include  operations  of  the 
Director's  Office,  the  Management  Services  Division,  the  Local 
Government  Services  Administration,  the  Board  of  Investments, 
and  the  Professional  and  Occupational  Licensing  Bureau 
administration. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  a 
governmental  unit  in  a  trustee  capacity  or  as  an  agent  for 
individuals,  private  organizations,  other  governmental  units,  and/or 
other  funds.   These  include  Nonexpendable  Trust  Funds  and 
Agency  Funds. 
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Nonexpendable  Trust  Fund  -  includes  the  Permanent  Coal 
Trust  Fund  (coal  tax  moneys). 

Agency  Fund  -  includes  a  consumer  affairs  account,  milk 
producers  pool  and  receipts  from  horse  racing  exotic 
wagering.    This  fund  also  includes  the  Short-Term 
Investment  Pool,  Montana  Common  Stock  Pool,  Montana 
Convertible  Pool,  and  the  Retirement  Funds  Bond  Pool, 
administered  by  the  Board  of  Investments. 


2. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.   Employees  are  paid  for  100  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination.    Accumu- 
lated unpaid  liabilities  for  annual  and  sick  leave  are  not  reflected  in 
the  accompanying  financial  schedules.   In  the  Proprietary  Funds, 
the  change  in  annual  and  25  percent  of  the  change  in  sick  leave  are 
recognized  as  nonbudgeted  expenses  when  the  related  liability  is 
recorded  at  year-end.   The  department  absorbs  expenditures  for 
termination  pay  in  its  annual  operational  costs.    At  June  30,  1994 
and  June  30,  1995,  the  department  had  a  liability  of  $1,378,774 
and  $1,103,118,  respectively. 


3. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).   The  department's  contribution  to 
PERS  was  $795,522  in  fiscal  year  1993-94  and  $565,566  in  fiscal 
year  1994-95. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obliga- 
tions from  the  statewide  General  Fund  within  their  appropriation 
limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


5.         Nonbudgeted  Actiyity 


The  majority  of  the  department's  nonbudgeted  activity  appearing  on 
the  Schedule  of  Changes  in  Fund  Balances  is  recorded  in  its 
Enterprise  Fund  accounts.    The  Board  of  Housing  and  Industrial 
Revenue  Bond  accounts  include  $48  million  and  $41.2  million  of 
nonbudgeted  investment  earnings  in  fiscal  years  1993-94  and  1994- 
95,  respectively.    For  the  same  fiscal  years,  these  accounts  had 
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$41.2  million  and  $32.6  million  in  related  nonbudgeted 
expenditures,  respectively. 


Direct  Entries  to  Fund 
Balance 


The  Schedule  of  Oianges  in  Fund  Balances  for  the  two  fiscal  years 
ended  June  30,  1995  contains  direct  entries  to  fund  balance.   The 
majority  of  this  activity  is  explained  in  the  following  paragraphs. 


State  Compensation 
Insurance  Fund 


Chapter  797,  Laws  of  1991,  authorized  die  Montana  Board  of 
Investments  (BOI)  to  issue  bonds  to  fund  the  unfunded  liability  for 
the  State  Compensation  Insurance  Fund  (SCIF).   These  bonds  are 
payable  from  the  employers'  and  employees'  payroll  tax.   The 
employees'  payroll  tax  became  effective  July  1,  1993.   BOI 
originally  recorded  and  accounted  for  the  program's  bond  activity, 
causing  a  negative  fund  balance  in  the  Enterprise  Fund.   At  the 
begiiming  of  fiscal  year  1993-94  the  bond  accounting  was 
transferred  to  the  SCIF  from  BOI.   The  transfer  of  $122,103,439 
was  recorded  as  a  direct  entry  to  fund  balance  in  the  Enterprise 
Fund,  correcting  the  ending  fund  balance. 


Pomanent  Trust  Fund 


Chapter  559,  Laws  of  1995,  revised  the  administration  of  the 
Permanent  Coal  Tax  Trust  Fund  moneys  used  by  the  Montana 
Science  and  Technology  Alliance  (MSTA)  for  seed  capital  and 
research  and  development  projects.   MSTA  loans  worth 
$7,041,466  were  moved  from  the  Nonexpendable  Trust  Fund  to  a 
Special  Revenue  Fund  in  fiscal  year  1994-95  to  establish  the 
revolving  loan  program.   This  activity  appears  on  the  Schedule  of 
Changes  in  Fund  Balances  for  the  two  fiscal  years  ended  June  30, 
1995  as  direct  entries  to  fund  balance.   After  further  consideration, 
department  personnel  determined  these  loans  should  have  remained 
in  the  Nonexpendable  Trust  Fund.   A  correcting  entry  was 
processed  in  fiscal  year  1995-96. 
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Treasure  State 
Endowment 


A  direct  entry  to  fund  balance  of  $4,138,098  occurred  in  the 
Special  Revenue  Fund  during  fiscal  year  1994-95.    The  transaction 
moved  long  term  debt  from  the  Treasure  State  Endowment  Special 
Revenue  Fund  into  the  Long  Term  Debt  Account  Group  to  comply 
with  accounting  standards  for  governmental  funds.   The  Treasure 
State  Endowment  Program  was  established  with  money  borrowed 
firom  the  Permanent  Coal  Tax  Trust  Fund. 


7.         Bonding  Actiyity 


The  department's  bonding  activity  includes  the  Board  of 
Investments  (BOI),  the  Board  of  Housing  (BOH),  and  the  Montana 
Health  Facilities  Authority  (MHFA).   The  BOI,  BOH,  and  MHFA 
had  the  following  payables  and  receivables  at  June  30,  1995: 


Receivables 


BOI 

BOH 
MHFA 


Short-Term  Long-Term 

$       0  $  29,110,378 

0  344,302,362 

85,458  296,632 


Payables 


Short-Term 

$22,592,119 

0 

0 


Long-Term 

$  16,575,758 

424,109,448 

0 


The  BOI  and  BOH  assets  and  liabilities  have  been  audited 
separately.    The  Legislative  Audit  Division  (LAD)  performed  the 
audits  of  the  BOI  for  fiscal  years  1993-94  and  1994-95  and  for 
BOH  for  fiscal  year  1994-95.   A  private  CPA  firm  under  contract 
with  LAD  performed  the  BOH  audit  for  fiscal  year  1993-94.   LAD 
audited  the  MHFA  activity  for  fiscal  year  1993-94  and  will  audit 
the  fiscal  year  1994-95  activity  during  1996.   Separate  reports  are 
available  from  LAD. 

The  MHFA  issues  no-commitment  debt.   These  bonds  are  payable 
solely  from  loan  repayments  made  by  health  institutions  and  from 
funds  created  by  the  indentures  and  investment  earnings.   These 
bonds  do  not  constitute  a  debt  of  the  department  or  the  state  of 
Montana  and  are  not  recorded  on  the  accounting  records. 
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8.         Agency  Fund  Activity 


The  department  had  the  following  balances  recorded  in  its  Agency 
Fund. 


June  30.  1994 

June  30,  1995 

Assets 

Cash 

$ 

8,340,029 

$ 

494,174 

Receivables 

4,722,458 

56,113,996 

Other  Investments 

1 

,647,254,271 

3 

,035,256,840 

Participant  ST  IP  Investments 

18,188,100 

111,671,287 

Long-Term  Securities  on  Loan 

74.041.903 

537,488.919 

Total  Assets 

*1 

,752.546.761 

$3 

,741,025,216 

Liabi I i ties 

Payables 

S 

25,549,523 

$ 

22,449,197 

Allowance  for  Realized  Gains 

&  Losses 

249,505,391 

316,014,932 

Property  Held  in  Trust 

1,856 

60,518 

Accountability  to  ST  IP 

Participants-Units 

587,723,600 

676,667,339 

Accountability  to  HTCP 

Participants 

529,747,415 

578,417,138 

Due  to  Local  Governments 

263,319,600 

204,614,300 

Short-Term  Security  Discount 

3,481,018 

3,508,112 

Long-Term  Security  Discount 

12,575,710 

250,352,035 

Accountability  to  MTCVP 

80,642,648 

94,673,148 

Accountability  to  RFBP  Particip 

ants 

1 
*3 

.594,268,493 

Total  Liabilities 

.752.546.761 

s —  .-■*■■ • 

,741,025,212 

Of  the  assets  and  liabilities  presented  above,  99.9  percent  is 
attributable  to  the  Short-Term  Investment  Pool,  Montana 
Common  Stock  Pool,  Montana  Convertible  Pool,  and  Retirement 
Funds  Bond  Pool  administered  by  the  Board  of  Investments. 
This  activity  is  audited  separately  and  a  separate  report  is 
available  from  the  Legislative  Audit  Division. 


9.     Cash  Transfers  In 


The  Schedule  of  Changes  in  Fund  Balances  for  the  two  fiscal  years 
ended  June  30,  1995  contains  Net  Cash  Transfers  In.  This  activity 
is  explained  in  the  following  paragraphs. 


Permanent  Trust  Fund 


The  Department  of  Revenue  shares  the  Permanent  Trust  Fund 
account  with  the  BOI.   The  Department  of  Revenue  is  responsible 
for  administering  this  account,  while  BOI  is  responsible  for 
managing  the  account's  investment  activity.   The  Nonexpendable 
Trust  Fund  Cash  Transfers  In  represent  the  coal  tax  revenue 
deposits  made  to  the  Permanent  Trust  Fund  by  the  Department  of 
Revenue  during  fiscal  years  1993-94  and  1994-95. 
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Accommodations  Tax 


A  percentage  of  the  accommodations  tax  collected  by  the  Montana 
Department  of  Revenue  is  statutorily  appropriated  to  the 
department  for  tourism  promotion  and  promotion  of  the  state  as  a 
location  for  motion  pictures  and  television  commercials.    The 
department  recorded  a  Cash  Transfer  In  in  the  Special  Revenue 
Fund  of  $7,220,340  and  $7,515,532  related  to  this  activity  in  fiscal 
years  1993-94  and  1994-95,  respectively. 


Local  Impact 


There  is  a  Local  Impact  Account  within  the  State  Special  Revenue 
Fund.   This  account  receives  6.65  percent  of  the  coal  severance  tax 
collected  by  Department  of  Revenue.   During  fiscal  years  1993-94 
and  1994-95,  Cash  Transfers  In  to  the  Local  Impact  Account 
totalled  $2,717,688  and  $2,768,871,  respectively. 


10.   Prior  Year  Revenue 
Adjustment 


The  prior  audit  contained  a  recommendation  for  the  department  to 
recognize  HUD  Section  8  Housing  Program  administrative  fees  as 
revenue.   Previously,  these  fees  were  recorded  as  deferred  revenue 
and  not  included  in  the  Special  Revenue  Fund  fund  balance.   To 
comply  with  the  recommendation,  the  department  recorded  a  prior 
year  revenue  adjustment  of  $3,028,551  during  fiscal  year  1993-94. 


11.   Federal  Revenue 
Collections  Under 
Estimate 


The  Schedule  of  Budgeted  Revenue  &  Transfers  In  -  Estimate  & 
Actual  for  the  two  fiscal  years  ended  June  30,  1995  reports 
estimated  federal  revenue  exceeding  actual  collections  by 
$22,176,227  and  $25,835,308  for  fiscal  years  1993-94  and  1994- 
95,  respectively.   These  amounts  relate  primarily  to  the  federal 
Community  Development  Block  Grant  (CDBG)  and  Home 
Investment  Partnerships  (HOME)  programs.   Revenue  estimates  are 
based  on  each  fiscal  year's  total  grant  authority.   Because 
completion  of  individual  CDBG  and  HOME  projects  may  extend 
over  multiple  fiscal  years  and  federal  funds  are  not  drawn  until 
expenditures  are  incurred,  estimated  revenue  exceeds  actual 
collections. 
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12.   Unspent  Budget 
Authority 


The  Schedules  of  Budgeted  Program  Expenditures  &  Transfers  Out 
by  Object  &  Fund  -  Budget  &  Actual  report  unspent  budget 
authority  in  the  Community  Development  Bureau  for  both  fiscal 
years  ended  June  30,  1994  and  1995. 

The  Community  Development  Bureau  had  unspent  budget  authority 
in  the  Special  Revenue  Fund  of  $10,164,806  and  $4,238,495  in 
fiscal  year  1993-94  and  1994-95,  respectively.   In  fiscal  year  1993- 
94,  the  Treasure  State  Endowment  Fund  and  the  federal  CDBG  and 
Section  8  Housing  programs  had  unspent  authority  of  $3,649,044, 
$1,835,438,  and  $3,028,010,  respectively.   In  fiscal  year  1994-95, 
the  Section  8  Housing  program  had  unspent  authority  of 
$3,590,362.   The  Treasure  State  Endowment  and  HOME  program 
projects  had  unspent  authority  because  the  work  was  in  process,  the 
project  was  not  started,  or  local  governments  did  not  have  the 
available  funding  to  participate  in  the  program.   Due  to  a  shortage 
of  available  public  housing,  the  department  was  unable  to  expend 
the  full  grant  awards  for  the  Section  8  Housing  program. 


13.   Taxes 


The  Schedule  of  Budgeted  Revenue  &  Transfers  In  -  Estimate  & 
Actual  reports  estimated  tax  revenue  of  $2,064,868  in  the  Special 
Revenue  Fund  for  fiscal  year  1994-95.   According  to  agency 
personnel,  this  estimate  includes  $1,761,750  of  estimated 
accommodation  tax  revenues.   During  fiscal  year  1994-95, 
responsibility  for  collecting  and  recording  the  accommodation  tax 
revenues  transferred  from  the  Department  of  Commerce  to  the 
Department  of  Revenue.   The  related  revenue  estimate  was  not 
adjusted  on  the  Statewide  Budgeting  and  Accounting  System  to 
reflect  this  change. 


14.  Revenue 

Misdassification 


The  Board  of  Investments  charges  investing  agencies  administrative 
fees  to  cover  the  cost  of  operations.   Charges  For  Services  revenue 
of  $1,612,520  and  $1,677,442  in  fiscal  years  1993-94  and  1994- 
95,  respectively,  is  reported  as  Investment  Earnings  on  the 
Schedule  of  Budgeted  Revenue  &  Transfers  In  -  Estimate  &  Actual 
for  the  two  fiscal  years  ended  June  30,  1995. 
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15.   Board  of  Housing 


The  BOH  uses  servicers  (mortgage  companies)  to  process  its 
housing  loans  and  maintains  a  separate  accounting  system  to  record 
the  related  activity.    The  servicers  provide  BOH  with  monthly 
reports  of  loan  activity.    BOH  personnel  use  the  reports  to  update 
the  loan  accounting  system.    Department  personnel  then  use 
quarterly  reports  from  the  BOH  accounting  system  to  update 
SB  AS.   The  fourth  quarter  activity  includes  estimated  amounts  for 
the  month  of  June  because  the  servicers  are  unable  to  provide  the 
June  reports  until  after  fiscal  year -end.   In  fiscal  year  1993-94,  the 
fourth  quarter's  activity  was  not  included  on  SBAS  in  the 
Enterprise  Fund.    The  following  table  outlines  the  SBAS 
misstatements  resulting  from  the  incomplete  recording  of  the  fiscal 
year  1993-94  fourth  quarter  activity  and  the  differences  between 
the  estimates  and  the  actual  activity  for  the  month  of  June  1995. 

Over (Under jStatement 


Fiscal  Year 

Fiscal  Year 

1993-94 

1994-95 

Beginning  Fund  Balance 

$   146,011 

$(1,835,544) 

Nonbudgeted  Revenue 

(4,585,671) 

91,940 

Nonbudgeted  Expenditures 

(2,761,942) 

39,454 

Direct  Entries  to  Fund 

Balance 

157,838 

1,114,123 

Ending  Fund  Balance 

(1,835,544) 

(2,897,182) 

16.   Reorganization 


For  fiscal  year  1993-94,  the  Schedule  of  Budgeted  Program 
Expenditures  &  Transfers  Out  by  Object  and  Fund  included  the 
Business  Regulatory  Services  program.   In  December  1993,  the 
program  was  eliminated  and  the  related  responsibilities  were 
allocated  among  the  remaining  programs. 
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MONTANA 
DEPARTMENT  OF  COMMERCE 


Director's  Office 

1424  9th  Avenui-   PO  Box  2(t()5(ll 

Helena.  MT  5962(1-0501 
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f/\X:  (406)444-:''! 
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March    11,     1996 


Bm 


LEGISUTfVl  AUOrrOR 


Mr.  Scott  S.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Seacat: 

Enclosed  is  our  response  to  the  financial -compliance  audit  of  the 
Department  of  Commerce  for  the  fiscal  years  1994-1995. 

Considering  the  size  and  diversity  of  the  department,  we  are 
proud  and  very  pleased  at  the  small  number  of  recommendations, 
although  we  will  strive  to  implement  them  to  the  best  of  our 
ability. 

Thank  you  for  the  opportunity  to  respond. 

Sin-cer? 


:5-oA  Noel 
Director 
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"Working  Together  to  Make  II  Work" 


DEPARTMENT  OF  COMMERCE 
RESPONSES  TO  AUDIT  RECOMMENDATIONS 


RECOMMENDATION  #1 

We  recommend  the  department  continue  to  advise  the  Professional 
and  Occupational  Licensing  boards  to  modify  fees  to  be 
commensurate  with  costs. 

RESPONSE 

The  department  concurs . 

RECOMMENDATION  #2 

We  recommend  the  department  evaluate  the  necessity  of 
monitoring  paint  labels  and  coal  invoices,  and  if  appropriate, 
seek  legislation  to  amend  or  repeal  these  statutes. 

RESPONSE 

The  department  concurs.  Legislation  will  be  submitted  to  repeal 
the  statutes  related  to  monitoring  paint  labels  and  coal 
invoices . 

RECOMMENDATION  #3 

We  recommend  the  department  perform  a  cost  benefit  analysis  and 

either: 

A.  Comply  with  its  responsibilities  under  the  Employee 
Ownership  Opportunity  Act,  or 

B.  Seek  legislation  to  amend  or  repeal  the  law. 

RESPONSE 

The  department  concurs.   Legislation  to  modify  or  repeal  the 
statute  will  be  submitted.   The  department  has  taken  an  active 
role  in  helping  achieve,  as  opposed  to  promoting,  employee 
ownership  of  businesses  where  the  employees  have  already 
decided  they  want  to  buy  the  business.   The  department  will 
continue  to  provide  support  for  employee  ownership  in  those 
situations  which  present  the  right  circumstances. 
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